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transactions could discourage affiliates from effectively and efficiently managing their risk exposures

arising from non-centrally cleared OTC derivatives transactions.

To mitigate global fragmentation, we also encourage the Prudential Regulators to re-engage with their
regulatory counterparts in Europe, the United Kingdom (subject to the outcome of Brexit) and Asia
to consider making comparability and substituted compliance determinations similar to those made by
the CIFT'C, with respect to margin requirements for uncleared swaps.

2. Compliance Period for IM Requirements

We support the addition of a sixth compliance phase for IM requirements, such that the compliance
date for counterparties with average daily aggregate notional amounts (“AANA”) from $50 billion to
$750 billion would be September 1, 2020 and counterparties with AANA from $8 billion to $50 billion
would have their compliance date extended to September 1, 2021.

This aligns with the international margin framework, as recently amended by the Basel Committee on
Banking Supervision (“BCBS”) and International Organization of Securities Commissions
(“IOSCO™).

While the extension of the compliance period for counterparties with AANA from $8 billion to $50
billion will not solve all the challenges anticipated in the final phases, it does help from a practical and
risk perspective as it reduces the potential for market disruption that could occur if all counterparties
with AANA from $8 billion to $750 billion came into scope for IM requirements at the same time. It
also gives both dealers and smaller market participants newly coming into scope of IM requirements a
better opportunity to prioritize and manage their compliance efforts.

3. IM Trading Documentation

The Proposal would specity that IM trading documentation must be in place only at the time a covered
swap entity is required to collect or post IM with respect to a counterparty. The Prudential Regulators
should adopt this clarification. We also appreciate the confirmation provided in the Proposal that the
custody agreement requirements in the current rules do not require these agreements to be in place
before IM is required to be collected. This would align the Prudential Regulators® approach with the
March 5, 2019 statement issued by BCBS and IOSCOS and the requirements of global regulators.

On a related point, we do note some concerns regarding the practicalities around the monitoring of
margin exchange amounts for firms brought into scope for IM and readiness for IM exchange. In
particular, we understand that asset managers handling separately managed accounts (“SMAs”) will
have great difficulty in anticipating the precise point in time at which their client crosses the $50 million
IM threshold because they lack the requisite transparency to predict when the SMA client’s aggregate
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